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Unscheduled Report
Ottawa [CA1], CA

CANADA'SINTERVENTION ON DOMESTIC SUPPORT

The following is the text of a speech delivered by Agriculture and Agri-Food Canada s agriculture
negotiator, Suzanne Vinet, a the September 29 WTO Agriculture Committee Specid Sessonin
Geneva. Begin text.

One of the main concerns of the Canadian agriculture and food industry isthe very high levels,
and very inequitable distribution, of support to agriculture anong WTO Members.

Canada has both sgnificantly reduced its support levels and moved toward non-distorting forms
of support in the 1990s. Canadian producers fed strongly thet it istime for other countries to do
likewise.

Canadian producers, like those in the mgority of other countries, find themsalves competing in an
international marketplace with European and US producers that continue to receive unreasonably high
levels of government support. Based on OECD Producer Support Estimates, US wheat producers
received eight times more government support per tonne than Canadian whesat producers, while EU
whesat producers received 13 times more support in 1999. Much of that support is trade distorting.
Thisinequity in nature and level of support isamgor issue for Canadian producers, asit isfor
producersin other countriesincluding developing countries, who often recelve no support at dl.

One of Canadds key objectivesin these negotiationsisto leve that playing fidd by reducing the levels
of support and ultimately diminating the disparities among producersin different countries.

Canada recognises that governments have legitimate policy objectives which require them to spend on
their agricultural and rurd sectors. But, Canada strongly believes that any such spending should be
done in non-distorting ways so thet it focuses on solving problems within a country, rather than
exporting the problems to be dedlt with by other countries.

Canadas initid negotiating position on domestic support for these negotiations cdlsfor:

. maximum possible reduction or dimination of production and trade distorting support,
including support under so caled production limiting or blue box programs;

. an overdl limit on the amount of domestic support of al types (green, blue, amber);

. areview of the criteria of the green category to ensure that green support does not distort
production and trade;

. permanent internationa recognition that such support should not be countervailable; and,
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. the eimination of those eements of the "peace clause” that restrict Canadals rights to pursue
dispute settlement in cases where trade-distorting domestic support and export subsidies cause
nullification and impairment of access or disrupt salesin third country or import markets.

Canada supports the Cairns Group proposal on domestic support because it addresses a number of
these objectives, and goes agood part of the way towards our god.

Canada, together with our Cairns Group colleagues, proposes a reduction formulafor trade- distorting
amber and blue support that will result in mgor reductionsin the levels of such support and remove
disparitiesin support levels between countries. Canada envisages a harmonizing formula. In Canadas
view, such aformulawould be one that would bring trade-distorting support in the highest-support
countries down quickly, starting from each Member's find bound commitments, leading findly to the
elimination of entitlements to provide trade distorting support above de minimis levels. Obvioudy alot
of detalls remain to be worked out, including parameters of the reduction formula, such asthetime
period and the degree of aggregation or disaggregation. Canadawill al have opportunities to come
forward with idess on these detalls at alater time.

In some respects, thisideais Smilar to the one proposed by the United States, under which a
reduction formulawould lead to a common level of trade-distorting support in al countries, but not its
eimination. If the US were proposing acommon end point of zero with only de minimis maintained,
the two proposals would lead to very smilar outcomes with respect to distorting

supports.

The Cairns Group proposa aso cdlsfor the eimination of trade-distorting support to take

place within the context of declining level of support to agriculture. This reflects a degp concern about
the tendency for overd| support levelsto rise, even as the reduction commitments of the Uruguay
Round have been implemented. Thisis aso a concern raised by the group of developing countries that
sponsored a proposa on the green box (G/AG/NG/W/14.) Of course, areduction program that leads
to increasesin overal support levelsis something that's hard to explain to producers, in Canadano less
than in developing countries.

In Canadas view, the best way to ensure that overall support levels move in the right direction isto
negotiate an overdl limit on support of dl types. Canada envisages that this would work together with
magjor reductions in trade-distorting amber and blue-box support. Countries would be encouraged to
move towards green programs, without increasing their overdl levels of support to agriculture. Canada
intends to eaborate on the mechanics of this concept as these negotiations progress.

Together with Cairns Group countries, Canada aso proposes that the criteriafor green-box measures
be reviewed to ensure that they genuinely have no, or at most minima, distorting effects on production
or trade. Canada believesthat thisis the best way to ded with the very red concerns about the
green-box that have been raised by the devel oping countries that submitted document W/14.

Canada conddersit an important achievement that the Uruguay Round began identifying the
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difference between support policies that have distorting impacts and those with no, or a& most minimd,
impacts on production or trade. Canada would not want to lose this ditinction, which has encouraged
some Members to move away from some of the worst policies of the past. However, there are
problemsin the criteria of Annex 2. Canada believesit is only reasonable to undertake areview of the
criteriain light of experience and taking into account the needs of Members, including developing
country Members, to deal with domestic policy issuesin ways that do not distort production or trade.

In Canadas view, if we can successfully ensure that programs in the green category do not

cause materid digortionsin production, then it follows logicaly that they will not cause materid injury to
producersin importing countries. In that case, the current rules of GATT Article VI and the Agreement
on Subsidies and Countervailing Measures would prevent such programs

from being subject to countervailing duties. Canadawill pursue a clear understanding on the
non-countervailability of green programs as these negotiations progress.

In summary, Canadas over-riding objective in these negotiationsisto "leve the playing field" for our
producers. We believe thisis an objective that is shared by the vast mgority of WTO membersthat do
not provide high levels of trade-distorting support. We are happy to join with the Cairns Group in
cdling for an effective reduction formula that will bring trade- and

production-distorting support down. We will look forward to working with others on the details

of such aformula. We will dso be very happy to work with othersin looking a the criteriaof Annex 2
to ensure that green-type support is genuinely non-distorting and non-injurious.

Canada will aso seek to pursue and develop the idea of an overdl limit on the amount of support
provided to agriculture, S0 asto ensure that our reform program reduces inequities and does not lead to
increasing levels of support.

Canadaisinterested in practicd, redistic solutions to reduce inequities and digtortionsin

market access, domestic support and export competition. We have noted some themes that Canada
supportsin the proposals that have been presented by a number of Members. We are very interested
in working with others to develop the outcomes that we need to level the playing fied for the agriculture
and food industry. End text.

Find Uson the World Wide Web:

Vist our headquarter’ shome page a  http://www.fas.usda.gov for acomplete lising of FAS
worldwide agriculturd reporting.
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